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Item 1.01. Entry into a Material Definitive Agreement.

On November 23, 2005, our wholly owned subsidiary, Stratus Properties Operating Co., L.P., entered into an Agreement of Sale and Purchase (“Purchase
Agreement”) with Advanced Micro Devices, Inc. (“Purchaser”), under which we have agreed to sell approximately 58 acres at our Lantana property in Travis
County, Texas, for total consideration of approximately $21.25 million. In addition, upon closing under the terms of the Purchase Agreement, we have agreed
to grant to Purchaser three independent options to purchase any or all of three additional tracts at Lantana (approximately 100 acres in the aggregate). Each
of the three options will be granted for initial terms ranging from two to four years. Prior to expiration of each option, Purchaser will have successive annual
options to extend each option for periods ranging from one to three years. All options will expire no later than five years after the sale of the 58 acre tract.

Purchaser has deposited $4 million in an escrow account, which will be credited to the purchase price payable at closing. Both parties have agreed to a review
period during which Purchaser shall have the right to inspect the land and conduct due diligence and may elect to terminate the Purchase Agreement. The
Purchase Agreement contains customary covenants, representations and warranties. Subject to certain conditions, including obtaining a site development
permit and a building permit from the City of Austin, the sale is expected to close during the first half of 2006.
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